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Foreword

The Higher Education Finance Maniial: Data Providers’ Guide is a complete
description of the current state of the art for higher-education financial reporting.
While being compietcly consistent with such other definitive works on higher-
education financial reporting as NACUBO’s College and University- Business
‘Administration (1974) and the AICPA’s Audits of Colleges and Universities (1973),
it includes a great deal of new material, particularly the detailed activity look-up

table developed cooperztively by NCHIMS and NACUBO to provide additional -

guidance in financial reporting. In my roles as both Chairman of NACUBO’
- Accounting Pr1nc1p1es Comnittee, during the writing of Collcge and University
Business Administratior, and member of the AICPA/NACUBO/N CHEMS Joint
Accounting Group, I was intimately involved in the formulation of these standards ‘
for financial reporting. I feel that the Data Providers’ Guide is fa1thful to those "

. ﬁnanc1al reporting principles established while providing a great deal more infor- - -

" mation and guidance to the data prov1der ‘

- The Data Providers’ Guide, in my opinion, represents an important contr1but10n
to the 11terature descr1b1ng the pr1nc1ples of higher-education financial reporting.
It will be a useful reference document for anyone with the responsibility of re-

K port1ng financial information. It is highly recommended to all with an interest in,
S *_and concern about, the uniform reporting of higher-education financial data.

vW ‘Harold Read
. .V1ce Pres1dent Emer1tus for. Busmess and Finance
o The dmversny of Tennessee




Preface

The Higher Education Finance Manual: Data Providers’ Guide is the first volume
in the Higher Education Finance Manual (HEFM) series. The three volumes in the
series together revise and replace the original single-volume Higher Education
Finance Manual (NCHEMS Technical Report 69). Since hlgher-educanon

- financial-reporting practices have been and will continue to be subject to revision, -

the guidelines described in the HEFM series will also be subject to revision.
- 'However, since accounting practices are relatively stable, those described in the

current HEFM series are not likely to change in the near future. The series is -
designed to be a comprehensive guide for providers and users of financial infor- -

mation reported by institutions of postsecondary education. The material in the

- HEFM revision was developed at NCHEMS as part of the original Higher Educa-

- tion Finance Manual project (1972-74), supported by the National Center for
‘Education Statistics (NCES). It was supplemented and refined in a follow-on
project, the Higher Education Finance Manual/State-Level Technical Assistance
' (HEFMISLTA), project also supported by NCES, which in addition provided

technical assistance to state agencies seekmg to implement the HEFM guidelines. -

_The three volumes in'the revision are the Higher Education Finance Manual:

-~ Data Provzders ‘Guide, the Higher Education Finance Manual: Data Users’ ' Guide,
. and ‘the’ Hzgher Education Finance Manual: The Source/Use Concept. The Data
Provzders Guide comprehenswely descrlbes national financial reporting standards, e

mc.ludmg those prescribed for the HEGIS reports, and mcludes the mformanon
‘needed to comply with those standards It includes: ‘




1.A complete set of definitions of expenditure categories and revenue
categories endorsed by the National Center for Higher Education Manage-
ment Systems (NCHEMS), the National Association of College and
University Business Officers (NACUBO), the American Institute of
Certified Public Accountants (AICPA), and NCES :

2. An activity look-up table, with specific guidance for assigning activities to
expenditure categories and- subcategories, endorsed by NCHEMS and
NACUBO

3. A glossary of financial accounting terms

4. A description of generally accepted accounting principles for postsecondary
education

5. Exemplary formats for financial statements

Oriented to the nonaccountant, the Data Users’ Guide describes the kinds of
information about postsecondary education that can be derived from institutional
financial data. Included are:

1. A description of fund accounting in higher education

2. A discussion of the relationship between accounting data and programmatic
financial data ‘

3. A guide to the implementation of the HEFM guidelines at the state level

4. A guide to the implementation of the HEFM guidelines at the institutional
level

The Source/Use Concept describes the principles included in presenting finan-
cial information in a format showing where money comes from (sources) and
where it goes (uses). Included are: '

1. A general description of the source/use concept p

2. Suggestions about ways to develop source/use formats for analysis and
communication

3. A description of the standard source/use matrix and its uses as a supple-
mentary financial statement

4. A guide to implementation

~ Portions of the Higher Education Finance Manual series have been reviewed
by NCHEMS staff, the task force of the HEFM/SLTA project, individuals in its
pilot-test states, a network representing the state-level postsecondary-education
finance community, and a joint NCHEMS/NACUBO committee on the Guide-
lines of the Joint Accounting Group. Since much of the material was drawn from
‘the first edition of HEFM, the HEFM Task Force has reviewed those portions of
the document as well. ' E
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g Introduction

S a var1ety of publics. They prepare annual financial reports for adm1n1strators, thev

freport ﬁnanc1a1 data to the federal government as part of the H1gher Educatlon '
General Informatlon Survey (HEGIS) :
In. past years, this broad set of demands for financial information- led to a

o (NCHEMS), the Natlonal AssoC1atlon of t,ollege and University Business Officers »
_.-(NACUBO), and the American Institute of Certified Public Accountants (AICPA) ‘
- formed the ]ornt Accountlng Group (JAG) in 1973 w1th fundmg from and partici-

* report spec1fymg guidelines for ﬁnanc1a1 reportrng that were subsequently incorpo-
o :rated by NACUBO in College and Unwerszty Business Admmzstratzon, by NCHEMS -

: busrness ofﬁcers, state-level agenc1es, aud1tors, and the’ federal government

o were 1agg1ng beh1nd mstrtutlons, auditors, and the federal government in adopt1ng RS

o Instrtutlons of postsecondary education regularly provide financial informationto. - .

y polmcal author1t1es, state agencies, the institutional community, and the general
'pub11c Moreover, public institutions usually report financial information to the -
‘'state as part of the -annual or, ‘biennial budgetary process. Finally, all 1nst1tutlons e

: ~mult1p11c1ty of formats and created a substant1al report1ng burden for institutions. .~ e
""'For this reason, the National Center for Higher Education Management Systems

patlon by the National Center for. Educatlon Stat1st1cs (NCES) Thls group- 1ssued a.

i in the Hzgher Educatzon Finance Manual, by AICPA inits amendment to Audits of :
i CoIIeges and Umversmes, and in, the HEGIS reports The JAG report recommended o :
o 'asmgle natronal standard: for ﬁnancral reportmg that could be used by 1nst1tutlona1 e

As the JAG guldehnes were 1mplemented it became apparent ‘that the states S




the guldelrnes Therefor _»l'he reportlng burden on 1nst1tut10ns began 1ncreasrng '.‘

agaln as- federal and 1nst1tutronal practice d1verged from state practice. For this

: '-1mplem°nt the JAG guldehnes . ,

- During the HEFM/SLTA project, it b°came apparent that to 1mplement the :
HEFM gurdehnes il a manner consistent with national standards, state agencies
as well as’institutions needed more specific, comprehensive instructions than
were currently available in any one source. Therefore NCES funded a project at
- NCHEMS to rewrite the Higher Education Finance Manual. The Data Providers’
' Guzde, the first volume of the revised HEFM series, focuses on the problems of
~ the data provider in- reporting financial information according to national stan-
dards. The intended audience for this document includes anyone responsrble for -
reportrng financial data.

Part 1 of this book describes the current set of ﬁnancral reportlng gurdehnesf
in postsecondary education. Chapters in this part address principles of fund. .
accounting, each of the main three. financial statements (the Balance Sheet, the -
Statement of Changes in Fund Balances, and the Statement of Current. Funds

freason, NCES funded the Hzghe. Educatzon Fmance ManuaI/State-Level Technlcal '3,{7‘5 3 f
ﬂAssrstance (HEFM/SLTA) project at’ NCHEMS to help the states more qurckly T

Revenues, Expenditures, and Other Changes), the standard revenue- reportrng-‘_» L

jcategorres, and the standard expenditure- reporting categories and subcategorles
The discussion of the expenditure categories also includes a detailed act1v1ty look-

up table-to aid-in the assignment of activities to expenditure categorres Part 2 is a,

glossary of financial reporring and accounting terms.

14




Part 1

Financial Reporting

“The accounting profession and the postsecondary-education community have

established guidelines for. collecting and reporting financial records by i 1nst1tut10ns

of postsecondary education. lee comparable guldellnes in other 1ndustr1es, they_-' o |
" are known as generally accepted account1ng pr1nc1ples (GAAP) Although institu-
-~ tions are not. absolutely required to keep their books in this manner, GAAP must

be followed if a private auditor is to give an unquallﬁed audit report, 1f the 1nst1tu-v, :

- tional bus1ness officer is to comply with profess10nal-assoc1at10n standards, and 1f

the institution is to report financial data in accord with national standards.

Generally accepted accounting pr1nc1ples for postsecor.dary educatlon are, .

S author1tat1vely defined in Audits of Colleges and Universities (AICPA 1973), as
. modrﬁed by Statement of Position 74-8 (AICPA 1974), commonly known as the

~’Audit Guide. Industry audit guldes prepared by the AICPA have the endorsement' R

- of the accounting professron and are cons1dered for ﬁnancral accounting purposes, -

 the authoritative. documentsin the field. The conventlons in the Audlt Gulde‘ ST

were. endorsed by the hlgher-educatlon communlty

o Another 1mportant document is College. and University Business Admzmstratzon i
- ‘(NACUBO 1974), commonly known as the. CUBA manual or, in its loose-leaf ver- "

. 'sion,"as the Administrative Service. Thzs document (among other things) descr1bes:—v '_ -

- GAAP for. the college or un1vers1ty business officer and sets forth the profess1onal o

standards of NACUBO for the business and ﬁnance functions. :
- Slnce this ‘part of the HEFM Data Pro'vzders Guide focuses on the role of the

data provrder, only the prov1s10ns of GAAP related to ﬁnancral report1ng are




. d1scussed If data provrders follow the reportrng guldelrnes descrlbed in th1s sec-::;'f
t10n, they can be assured of complrance w1th GAAP and of provrdrng accuratef '
- reports for HEGIS purposes. - el Do S
o Chapter 1 descrlbes general pr1nc1ples of fund account1ng for postsecondary" -f_{
o educatlon Chapters 2,3, and 4 describe the three ‘basic financial statements usedv L
“in postsecondary education: the Balance Sheet, the Statement of Changes in Fund
Balances, and the Statement of Current Funds Revenues, Expendltures, and -
Other Changes. Chapters 5 and 6 describe the standard revenue and expenditure |
categories.




Principles of Fund Accounting

Background
Financial reporting discloses information about the operations and financial status” -

of this disclosure is to promote accountability of the management of the enterprlse
Standards for financial reporting are specified to ensure full disclosure of all perti-: -
uent facts and standardization sufficient for meaningful comparisons. This principle
of financial reporting is universal, regardless of whether the enterprise is educa- -
tional, governmental, nonprofit, or commercial. However, since the nature and
objectives of enterprises differ depending on their purpose, different principles
:,‘ ,have been developed for different sectors.
.. The nrinciples for the postsecondary-education sector are heavily influenced
g by L‘le r‘unpmf it nature of the enterprise. Since a postsecondary-education i 1nst1tu-
 tion exists t0 serve a range of public needs (1nstructlon, research, and public serv1ce)
-athnr thg.x: to{'em:ate profits, its financial reporting structures focus on those:
'se"ur;es ra’hur" han on profits as in the commerc1al sector. ‘
o he unm.} ,é'-;“liuﬂohlp between revenues and expendltures is a second factor -
- ofi 1mportance in ﬁnanc1al reporting for postsecondary education. In the commer-
“. cial sector, products are purchased by - identifiable consumers. However, in. -
: 'postsecondary education the products (instruction, research, public serv1ce) are -
. paid for from a number of sources (private gifts, tuition, governmental appropria- .
tions), each contributing to part of the total cost. The persons or agencies providing

~of an enterprise to its various internal and external publics. The essentlal purpose L




- the revenues are not necessarrly the d1rect beneflcrarres of the services (for example, R

" ".-donors usually receive no goods or services in return for their grfts) In commercral L
- enterpr1se any monies received from the sale of products can be used for any pur- -

pose ‘deemed necessary by the organrzatlon However, in postsecondary educatron,“'_ o

- various: limitations may be placed on funds received by the institutions. Funders -

can, and often do, stipulate the specific uses for the funds they provide. In accept-
ing such funds, the institution agrees to the limitations placed on their use.

These characteristics of postsecondary education—its nonprofit nature and -
the unique relationship between revenues and expenditures—had a profound effect
on the principles of financial reporting for postsecondary education. These basic
principles relate to one of the following seven factors:

e The basis of accounting . ’ . e

The fund groups

The restriction categories

The reportlng of assets, liabilities, and fund balances

The reportrng of additions and revenues

The reporting of deductrons and expenditures

The reporting of transactions between funds and organrzatronal units

This chapter deals separately with each of these aspects of financial reportllng.

Basis of Accounting
Generally accepted accountxng pr1nc1ples for postsecondary educatlon specrfy_f-_. 3
that the accrual basis should be used in preparing financial reports Accrual :

“accounting (1) records revenues when they are earned (that is, when the condrtrons )
-upon which the monies were accepted have been fulfilled) and (2) records ex-
penditures during the fiscal period in which the activities they,support take place

In contrast, the cash basis of accounting records receipts as revenues when the
monies are physically received and records disbursements as expenditures when
the money is actually spent.

According to accrual accounting, restricted revenues (those w1th legal oblrga-

tion to be spent in a specific way) are only earned and reported when they have - o

been expended for the purpose specified by the funder. Although such financial
resources may be received by the institutions and added to fund balances, they are
not reported as revenues until the conditions: attached to, them are fulfilled (that is,
until they are expended). Since they have no conditions attached and are available ..
for use immediately, unrestricted revenues are reported as soon as they are earned

For expenditures, the fiscal period whose activities are supported by apar- .
ticular expenditure must sometimes be determined. When expenses, such as’
~ insurance; are prepa1d or when supply inventories are 1ncreased in preparatron for A




" the comtng ﬁscal pertod the expenditures should be reported in subsequent fiscal

- pertods, not in the fiscal period in which the funds were -actually disbursed.

The rule of materiality applies to reporiing- both revenues and expenditures.

: ,That is, exceptions to following the accrual prtnctple can be made when they will

‘not s1gn1ﬁcantly affect the resulting financial report. For example, an institution
strictly following the accrual principle should calculate the value of all inventories
of supplies to be used in the following fiscal period and assign their costs to that
period. Technically, this principle would have the institutions include the value
of supplies in faculty members’ offices. However, this calculation would be diffi-
cult and its impact on the financial report trivial. Accordingly, this accrual would
not be deemed material, and the financial report would only adjust for prepaid
inventories in institutional warehouses/stores. _

However, two material modifications to strict accrual accounting are recognized

and considered consistent with generally accepted accounting principles for post-
secondary education. First, no accounting for depreciation is required (although it
is allowed). It is general practice in commercial enterprise to depreciate capital
assets over their useful life, charging some portion of the value of the assets to
each fiscal period in which they are used. In postsecondary education, however,
since capital assets are often financed outside of current operations (in the Plant -
Fund), depreciation concepts are not generally used. Second, expenditures and
revenues associated with an academic term conducted beyond a fiscal year-end are

" “reported totally within the fiscal yéar in which the term is predominantly con-

ducted. This exception to strict accrual accounting is primarily apphcable to the
reporting of expenditures for special or summer sessions. :

‘Many institutions encumber funds at the end of a fiscal period. An encumbrance
is an obligation incurred in the form of an order or contract on which goods
' ,_nnt yet been received. This is not reported as an expenditure, sir: Bt ;gnthi
not been received and used. Obligations of this nature may be ;idicated by a
subdivision of a fund balance. :

It should be noted that many institutions report financial information on an
accrual basis even when they are required by state law to account for funds on a
cash basis. Since the purpose of financial reporting is to disclose information
according to a particular set of guidelines, this is an acceptable practice as long as
sufficient information is mamtatned in institutional records to convert to the
accrual basis.

The Fund Gf'oups

The generally accepted accounting prtnc1p1es for fund accountmg in higher

~education recommend the use of six fund groups for financial reporting: the

" " Current Funds group, the Loan Funds group, the Endowment and Similar Funds




:'group, the Annurty and Life Income Funds group, the Plant Funds group, and
the. Agency Funds group. Each group is an aggregatron of individual 1nst1tutronal
- funds that have certain characterrstlcs in common and are combined for ﬁnancral

. reporting.. Each. fund group and its deﬁmng characteristics is descrrbed below:"

" Current Funds Group. The Current Fund includes those economic resources
of the institution that are expendable for the day-to-day operations of the insti- -
tution. For reporting purposes, the Current Fund is generally divided into
unrestricted (available for any purpose determined by the governing board) and
restricted (available within the Current Fund only for a specified purpose deter-

mined by an outside funder).

‘ Loan Funds Group. The Loan Fund consists of those resources that have been
loaned or are available for loans 16 students, faculty, and staff. Often unrestricted
and restricted loan funds are reported separately. The Loan Fund operates on a:
revolving basis whereby the funds, both principal and interest, repaid by the bor-
- rowers are raade available to new borrowers., :
Endowment and Similar Funds Group. The Endowment and Slmllar Funds .
group includes funds whose principal is intended to be invested to provide current
and future earnings for institutional use. The Endowment and Similar Funds
group is usually reported in three subgroups:

1. Endowment Funds—for which donors or outside agencies have stipulated

_ as a condition of the gift that the principal always be retained to be invested
‘to produce income for the institution. ’

2. Term Endowment Funds—for which. the. pr1nc1pal must be retained to be
invested to produce income for the 1nst1tutron, except that upon the passage
of a stated period of time or the occurrence of a particular event, all or part.
of the principal may be expended. Once the term expires, the funds may be
used either subject to board designation or for some purposes prevrously
stipulated by the donor. ,

3. Quasi-Endowment Funds (or Funds Functioning as Endowment)—which .
the governing board of an institution rather than an external donor has
determined should be retained and invested to produce income. Since those
funds are not required by the donor to be retained and invested, the principal ,
as well as the income may be expended at the discretion of the governing
board, subject to any other donor-imposed restrictions, for example, that-
funds must be expended on behalf of the Law School.

- Annuity and Life Income Funds Group. The Annuity and Life Incowme Funds
“group includes all funds carrying a stipulation that the institution make payments
to one or more specified beneficiaries (usually the donor). If the institution is.
obligated to pay the beneﬁcrary a stlpulated amount, the fund is classified as an
Annuity Fund. If the institution agrees to pay only the income earned by the
assets of the fund or a stipulated percentage of its market value, it is classified as a-




- - the institution and is then available. for use at the discretion of the institution or iri. . -

are not material. If they’ are reported in this way, the Annuity and Life Income "
Funds are reported as a separate subgroup of Endowment and Similar Funds.
Plant Funds Group. The Plant Fund includes all of the physical-plant assets of
the institution as well as the monies that are set aside for new construction or
acquisitions, debt service on plant, and renewal and replacement reserves. This
-fund group is generally reported in four subgroups ' ‘

1. Unexpended Plant Funds-—tncludes funds that are available for new con-

of the reporting date

2. Funds for Renewal and Replacement—includes.funds set aside for the reno-
vation and improvement of instituticnal properties; this subgroup does not
include funds used for the ordtnary maintenance and repair of institutional
properties—such expenditures are report’*d in the Current Fund

3. Funds for Retirement of Indebtedness——tncludes funds set aside to pay off
the deb, both principal and interest, on institutional properties -

4. Investment in Plant—includes all funds invested in physical properttes and o
“the outstanding debt. on physical plant ‘ ‘

~ Agency Funds Group. The Agency Fund includes all funds for W_hich the
. institution acts as the custodian or fiscal agent but does not own. Acting as the.‘
- fiscal agent usually involves provicing accounting services for the owner of the
funds. When the purpose of a particular report or financial statement is to d1sclose :
the total resources available for use by the 1nst1tutton, agency funds are excluded
“or simply footnoted.

Restriction Categories

Postsecondary -education institutions receive monies from many sources with

. vartous kinds and levels of limitations on their use. Stnce an institution accepts
many of these financial resources with. conditions on ‘their use, the institution - -

* must account for each restrtcted revenue separately and link it to its expendttures
“ for the specified purpose. For ﬁnanctal reporting, funds are aggregated into
‘unrestricted and restricted categor1es in each fund group. Unrestrtcted funds are
_.sometimes further subdivided into undeszgnated and designated funds, dependtng‘f
on determ1nattons made by the governtng board of the institution. " ‘

_._.Ltfe Income Fund Upon the death of the beneﬁctary, or at some agreed upon-, .
* date, the prtnclpal of the Annu1ty or Life Income Fund becomes the property of

- accordance with the terms of the agreement. Annuity and Life Income Funds may}i e
’ be reported as part of the Endowment and Stmtlar Funds group if their amounts -

struction and acquisitions of physical property but that are unexpended as .




RESTRICTED FUNDS

Restrlcted funds are those accepted by the institution on the condltlon that R
: they be used for a spec1f1ed purpose. Upon accepting restrlcted funds, the 1nst1tu-’"
~tion.is legally bound to use the funds for the spec1f1ed purpose or to refund them o
e vFunds may be restricted in any number of ways. e
Restrzcted Current Fuinds are those available to be exuended for operatlng pur- ‘
‘poses but limited to certain purposes by the funder. When funds are limited in
their use to support part1cu1ar functions (instruction, research) or a particular
organizational aunit: (College of Arts and Sciences, Law School), they are reported
as restricted fi:nds. State appropr1atlons are generally not reported as restricted
funds, even though the 1eg1s1ature may appropriate funds to functions or organ1-'
zational units and in some cases may actually control expenditures at th1s level.
“ Restricted Loai Funds are those funds that accord1ng to the condltlons spec1f1ed
by the funder may on1y be used for student, faculty, or: taff loans. That is, they,
are restrictéd to" this part1cu1ar fund group. They may;. be turther restncted to
‘ prov1d1ng particular Kkinds of loans (short term) or to provldmg ‘oans to part1cu1ar'f-
kinds of students (those with fam11y incomes under $15,000). o o
The Endowment and Similar Funds group may a1so have funds restrlcted ina
} ,var1ety of ways. The Endowment Funds subgroup includes on1y those funds‘f"
~ whose donors requlred that the principal be retained; that is, that they t be restrlcted: e
. to th1s fund group to be 1nvested to produce income. However, the zncome (wh1ch_; =
" can be expended) from 1nvestments in this fund. subgroup may or’ may not be .
restricted to part1cu1ar functions or organlzatlonal units. - : DR
The pr1nc1pa1 of Term Endowment Funds is 11kew1se required to be retalned
to be invested to. produce i 1ncome, that is, to be restrlcted to th1s fund subgroup,;"‘-"«”
_but only for the specified period of time or until the occurrence of a spec1f1ed event.
Follow1ng the expiration of the term, funds from this subgroup may be expenoed e
The income from this subgroup, as well as the ‘principal, subsequent to"fhe *e;pira-f. W
tion of the term endowment, may be subject to add1t10na1 restrictions to functions
or organlzatlonal units. In retent years, the notion of the retention of the pr1nc1pa1
of Endowment or Term Endowment Funds has been undergomg change Atotal- _
return concept has been evolving that essent1a11y prov1des for the use of capital
gains, or some portion thereof in addition to the investment 1ncome (1nte1est and -
- dividends). Such capital gains are expendable and therefore can be’ transferred e
- from the Endowment and Similar Funds group. ‘Gener ally accepted account1ng»:f'l" ‘
’ pr1nc1p1es do not prohibit such an approach but do require that the adoptlon ofthe
. total-return policy- be disclosed in the f1nanc1a1 report us1ng spec1f1c report1ng',f :
procedures ‘Capital gains used shou1d be reported as Transfers (from the Endow- gt
- ment Fund to the Current Fund or other fund groups) rather than as revenues to"_' S
’ those funds ThlS serves to d1st1ngu1sh cap1ta1 gains from the trad1t10na1 conceptﬁj
, ‘of endowment income. A deta11ed d1scuss1on of the total-return concept may be
ffound 1n the Audzt Guzde (1973, PP 37-41). o
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o ‘iQuasl endowments are, . by deﬁnltlon, not restr1cted to this fund group,-‘”? i
although the income from quas1 endowments may be restrlcted to a partlcular
"»functlon or organlzatlonal unit.: - ‘ '
: Resources of Annmty and Ltfe Income Funds are, by definition, restrlcted to that.
f”“ﬁi_fund group for the perlod of the agreement, The institution is required to retain
- the: principal of such funds in"order to provide the agreed-upon payinents to the
.beneﬁc1ary. When the period covered by the agreement expires, the funds are no-
longer restricted to this fund group but may be restricted by provisions of the initial
agreement to another fund group (such as the Endowment Fund), to a particular
function, to a specific organizational unit, or to a combination of the three. The
income from Annuity and Life Income Funds is at least partially restricted in that
the beneficiary must be paid the stated amount. If income beyond the paymient to
the beneficiary is available, it may be restricted or unrestricted, depending upon
the agreement with the donor. ‘
- The Plant Fund may also include restricted funds. Such funds include those
accepted for constructing, acquiring, or renovating physical facilities in general or
for use on a part1cular physical facility.
 Agency Funds are considered neither restricted nor unrestricted, since the
1nst1tutlon does not own such funds.

UNRESTRICTED FUNDS

, Unrestrlcted funds are those received without any stlpulatlon of their use by S
. the funder All unrestrlcted revenues should be reported as unrestr1cted Current o
. 'Funds upon receipt. The 1nst1tutlon may expend (or not expend) them in any fund |
- group, for any functlon, and in any organlzatlonal unit. However, unrestrlcted," '
~* funds may be desrgnated by the institution’s governing board for a part1cular pur- S
" pose. Although deslgnated funds share many character1st1cs with restricted funds,
~for financial reporting they are shown as unrestricted funds, since the governlng"" G
board has the discretion to redesignate these funds at any time. Funds may be
designated in all the ways that they may be restricted; the only distinction is that .
‘ j}igrestrlctlons are imposed by the funder, while designations are 1mposed by the -
~“institution itself; that is, by the governing board. Deslgnated funds -may be
-reported separately in those fund groups where they occur. '

'Assets, Liabilitie‘s, and Fund ) Balances

' Assets, 11ab1ht1es, and fund balances are reported to disclose 1nformatlon,_.» -
: '_"about 1nst1tutlonal ﬁnancnal status at a p01nt in time, usually at: the end of the
~fiscal period. The primary. ‘financial report in which these items are reported is the - -
| j“Balance Sheet, although fund balances are also reported in the Statement of i
7’&_Changes 1n Fund Balances Assets, 11ab111t1es, and fund ' balances -are - reported




‘-f;j'separately for each fund group (except for the Ag:rrcy Fund group), often for.'ﬁf:,
_restricted and unrestrrcted funds ‘within a fund. group, and ‘in some cases, for. -

- fund subgroups.

“In- the Current Fund group, assets 1nclude ‘such items as cash, short term

"1nvestments, accounts and notes receivable, inventories, prepa1d expenses, and

deferred charges, while 11ab111t1es include accounts and notes payab‘e, accrued
11ab111t1es, deposits; and deferred revenues. Usually, assets and - liabilities are '
" separately identified for restricted and unrestricted Current Funds. When restr1cted
and unrestricted 4ssets are combined for report1ng purposes, as they sometimes
are, any borrowing between the two should be noted in the financial statement. |
However, fund balances should always be reported separately for restr1cted and ‘

- unrestr1cted Current Funds. Fund balances for restricted Current Funds 1nclude -

restr1cted incomes from Endowment Funds, the. remaining portron of gifts re-
tstr1cted to. particular operat1ng purposes (such as scholarsh1ps), the rema1n1ng
portions ‘of grants or contracts received to perform specific activities, and appro-
'pr1atrons restricted to part1cular purp0ses Unrestricted fund balances are that
‘portion of the Current Fund balance with no such restr1ctrons

The assets of the Loan Funds group include cash, notes recervable, and tem- S
porary investments of cash avarlable for loans. The. value of notes rece1vable i

should be calculated at the face value (1nclud1ng both pr1nc1pal and 1nterest) less .

: ~an allowance for uncollectrble loans L1ab111t1es of the Loan Fund: 1nc1ude :

.amounts due for collectron fees, amounts due for adnnnlstratrve costs, and. amounts :
- due’ as refunds Fund balances are reported separately for restr1cted funds, wh1ch;'* .
‘the 1nst1tutlon may use only for loans, and unrestrrcted funds, wh1ch the i institution "
may. use for other. purposes. In some cases, ﬁnancral statements w1ll separatej:.‘:!j'
monies avarlable for loans to students from' monres available for loans to faculty or
staff. : : ‘ ,
Assets of Endowment and Srmrlar Funds consist pr1mar11y of cash and 1nvest-
ments, including marketable securities, real estate, patents, copyr1ghts, royalties,
and so forth, but may also include other types of assets. Liabilities of Endowment
Funds include any indebtedness charged against the above assets. Fund balances
are generally reported separately for each subgroup (Endowments, Term Endow-
ments, - Quas1 End0wments, and Annuity and Life Income Funds, if they arc '
reported here) :
“Assets in the Annuity and ere Income Fund group include cash and invest-
ments. Liabilities include the actuarial expected value of the payments of Annuity

. Funds to beneficiaries and the payments owed to beneficiaries of Life Income .~

~ Funds. Annurty Fund balances are reported as the difference between the value of .

~the assets and the payments to be made under the terms of the annu1ty agreement
~not as the total resources of annu1ty funds held by the institution. Life Income: -
“Fund balances are reported as ‘the excess of the assets of Life Income Funds less -
any 11ab111t1es ' ' ’




- -'cordance with the restr1ctlon

Plant Fund assets 1nclude cash 1nvestments, accounts and notes recelvable,y

- other 1mprovements, and equlpment owned by.the institution. Purchased assets.

' “-;;‘are valued. at cost and donated ‘assets at the market Value ‘when given. Estlmated_ SE

appra1sals may be made 1f adequate h1stor1cal costs are not avallable The method of L
payable, bonds, notes and mortgages payable, and amounts due to other funds.
Assets and liabilities are usually reported separately for each subgroup within the -
Plant Funds group. Fund balances should be reported separately for each sub-
group, and restricted fund balances reported separately in the subgroup in which
they belong, usually Unexpended Plant Funds. Fund balances in the Unexpended :
Plant Funds subgroup, the Renewal and Replacement subgroup, and the. Retlre-

-amounts due from other fund groups, funds on depos1t with others, land, burldrngs, T

ment of Indebtedness subgroup represent reserves held for the part1cular purposes L

of the subgroup. Fund balances in the Investment in Plant subgroup represent the
net investment of the institution in plant.

Agency Fund assets include cash, investments, and amounts receivable. Its.
liabilities are primarily amounts owed to the individua! or organization for which - -
the institution is acting as fiscal agent. ‘ ‘

Additions and Revenues

~Additions are the new resources made avallable to an 1nst1tutlon dur1ng a

speClﬁc period, usually a fiscal year They represent the flow of financial resources o
. into! the fund groups of the institution and are reported separately for. each fund; B
e group. Addrtrons are distinct from transfers from one fund group to another e
o Restrrcted and unrestricted add1tlons are reported separately The Statement of
Changes in ‘Fund Balances reports the additions to all fund groups by source.

~The term revenues is used only in the Current Funds group. Revenues 1nclude S

) 'all unrestr1cted monies accepted during the reporting period and those restr1ctedf"?.
funds- expended for operating purposes during the reporting period. On the other
hand, the term additions applies to all fund groups. The 